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SALES, CONSUMER CREDIT, AND INVENTORIES 


EAL estate derives its value from the income that can be earned by its 
use. Even an owner-occupied house has a value dependent on the use- 
satisfaction of the owner. But for commercial and industrial property, 
sales potential is one of the most important income determinants, and thus, it is 
also one of the most important value determinants. The success of individual 
commercial enterprises depends on the manager, but the economic climate of 
the nation and the local area may mean the difference between great and small 
profits, or small profits and losses. Therefore, the direction and level of 
sales on the national and local level are important to the real estate owner. 


In spite of the pessimistic commentaries, retail, wholesale, and manufac- 
turers’ sales have been as high or higher during the last six months than they 
have ever been. Manufacturers’ sales reached a peak in February; wholesale 
sales reached a peak in December; and retail sales reached their peak in Ap- 
ril. There have been no drastic declines as yet, but a steadily maintained level 
a little below the peaks. These figures have been seasonally adjusted, so that 
seasonal buying has been accounted for in the data. The consumer has kept 
right on buying, but not in increasing amounts each month. 


Intermediate and short-term consumer credit, such as automobile install- 
ment credit, personal loans, and charge accounts increased only $323 million 
during May after allowance for seasonal variation. This was a slower rate of 
growth than the $533 million in consumer credit added in April, which was a 
reflection of the record retail sales during that month. Almost 50 percent of 
the increase in consumer credit last month was automobile installment credit. 


One of the interesting things shown by the charts on page 343 is the larger 
hills and valleys in the manufacturers’ sales trend than in the wholesale trend, 
and in the wholesale trend than in the retail sales trend. This is where inven- 
tories enter the picture. Inventories are kept on hand so that there will be a 
variety of goods from which the consumer can select and so that there will be 
enough goods on hand to satisfy every consumer should there be more sales 
than anticipated. Note that the peak in inventories comes after that of sales, 
as does the trough also. As retail sales slacken or are less than the seller an- 
ticipates, he reduces his purchases from the wholesaler and sells from his in- 
creasing inventory. The wholesaler finds his sales reduced by both the de- 
crease in retail sales and the reduction in inventory purchases by the retailer. 
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He, therefore, experiences a greater reduction in sales than the retailer. The 
wholesaler finds his inventory increasing because the retailer has decreased 
his purchases, and so he reduces his purchases from the manufacturer. Each 
continues to work down his inventory until the retailer finds that the consumer 
has come back to purchase more. The retailer finds that he doesn’t have 
enough selection or enough inventory for an anticipated rise in sales next 
month. He then increases his purchases from the wholesaler. The retailer 
buys for anticipated sales but also forinventory building. In this way the 
wholesale sales increase by a greater amount than the retail sales, and the 
manufacturing sales increase by a greater amount than the wholesale sales. 
The increase in consumer buying is thus signaled to the wholesaler, and then 
in the same manner to the manufacturer. 


Although sales have leveled off during the last six monthsfor which we have 
information, inventories have continued to rise. This could mean that sellers 
anticipate increased sales in the future, or that they have experienced an unex- 
pected decline in sales. A clue to which interpretation should be placed on the 
increased inventories is the report on new orders by the Department of Com- 
merce. Seasonally adjusted new orders remained about the same in May as in 
April -- around $30.4 billion. This is about the average for the first five 
months of 1960. 


The Survey Research Center at the University of Michigan, however, re- 
ports that its latest survey of consumer buying intentions shows buying plans 
declined sharply between February and May. “Plans to make improvements, 
additions and large repairs to one’s home increased substantially from May 
1959, to May 1960. They are asfrequent now as during the best previous 
year, 1956. On the other hand, plans to buy houses during the next 12 months, 
either newly built or old houses, declined from May 1959 to May 1960. This 
decline appears in the plans of every income group.” New car purchase inten- 
tions seemed to be holding up for the 1960 models, but there was uncertainty 
about purchases during the winter of 1960-61. Fewer people are considering 
the purchase of a used car than a year ago. Since 1955 the Survey’s consumer 
attitude index has been roughly parallel to the sales of consumer durables. 
Perhaps we will find retailers’ inventories increasing unintentionally in the 
coming months. 


On the local level the only monthly indicator of sales by cities isthe Feder- 
al Reserve Banks’ department store sales index. We have charted this for 80 
metropolitan areas on pages 334 through 341. These charts demonstrate that 
some cities do not share in the national sales trends. In comparing this year 
against last year, 38 cities have greater increases in department store sales 
than the nation as a whole. The table on page 342 compares department store 
sales during May this year with May last year in those cities for which data 


are available. 


(cont. on page 346) 
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City 


Jacksonville, F) 
Worcester, Mas 
Fort Wayne, Ind 
Miami, Fla. .. 
San Diego, Calif 
San Jose, Calif 
Tampa-St. Pete: 
Youngstown, Ohi 
Sacramento, Cal 
Tacoma, Wash 
Omaha, Nebr. . 
Fresno, Calif. 
Trenton, N. J. 
Lancaster, Pa. 
Peoria, Ill. 


Minneapolis, Mi 


Milwaukee, Wis 
Reading, Pa. 

Rochester, N. Y 
Louisville, Ky. 
Columbus, Ohio 


Salt Lake City, Ut 


Cleveland, Ohi 
Boston, Mass. 
Little Rock, Ark 
New York, N. Y 
Detroit, Mich. 
Dallas, Tex. 
Atlanta, Ga. 
Indianapolis, Inc 
Los Angeles, Ca 


Montgomery, Ala 


St. Paul, Minn 
Duluth, Minn. 
Erie, Pa. 


Birmingham, Ala 
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City 


Syracuse, N. Y. 

York, Pa. 

NATIONAL AVERAGE 
Houston, Tex. 

Knoxville, Tenn. ....... 
Newark, N. J. 
Wilkes-Barre, Pa. 
Pittsburgh, Pa 

Phoenix, Ariz. 

Cincinnati, Ohio 
Pes 6 ve we em oe 
St. Louis, Mo. 

Chicago, Il 

New Orleans, La. 
Philadelphia, Pa. 

San Francisco, Calif 
Washington, D. C. 
Bridgeport, Conn. ...... 
Portland, Oreg. 

Spokane, Wash. 

Canton, Ohio 

Macon, Ga. 

Baltimore, Md 
Springfield, Ohio 
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Chattanooga, Tenn. 

Long Beach, Calif. 
Memphis, Tenn. 

Seattle, Wash. 

Baton Rouge, La. 
Evansville, Ind. 
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Buffalo, N. Y. 
Wheeling, W. Va. 
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(cont. from page 333) 


ales depend on consumers’ disposable income, we would 


re sales to closely parallel the trend in disposable in- 
ige 332 shows this to be the case. This chart, however, 
irift of department store sales away from disposable in- 


represents a change in the expenditure pattern of the gen- 
sumer is spending more on durable goods and other goods 
lepartment store, such as automobiles, gasoline, boats, 


ier education, and housing. 














